cooperative development programs. Also, European
second sourcing would represent a competitive alterna-
tive that might lead to lower costs, and Congress should
therefore be willing to support legislation to permit the
practice. Such an arrangement would be an Important
step toward an alliance-wide industrial base as pro-
posed by the Nunn-Roth-Glenn amendment to the 1983
Defense Authorization Act.

Failure to establish a proper climate for cooperative
armaments production will be detrimental to Western
defense Industries and to NATO's overall military pos-
ture. Certainly, the difficulties of forging such arrange-
ments are real. But with the proper resolve and commit-
ment from government and industry on both sides of the
Atlantic, the impediments can be removed, leaving a
smoother path to a mutually beneficial end.

Evaluation of the effects of lifting civilian
personnel ceilings in DoD industrial fund
activities, FY1983

Office of the Secretary of Defense, March 1,
1984

During FY 1983, DoD carried out a congresslonally
directed experiment to investigate the consequences of
removing civilian personnel ceilings at its commercial-
type activities, primarily depots Involved In maintaining,
repairing, or modifying systems and equipment. The
purpose was to determine whether DoD managers could
improve the performance and fiscal efficiency of their
operations if they had greater authority and flexibility in
managing human resources. The test program freed in-
dustrial activity managers from traditional manpower
constraints and allowed them to use professional dis-
cretion In assembling a work force appropriate for the
prevailing workload demands.

The experimen t proved quite successful despite three
factors that qualify the results somewhat. First, ceilings
were not removed until the third month of FY 1983. By
that time, managers had already developed manpower
plans to satisfy anticipated ceilings. Second, In def-
erence to the possibility of a relmpositlon of ceilings in
FY 1984, managers were reluctant to add permanent
employees who might have to be discharged later on.
And finally, total funded workloads did not Increase
much between FY 1982 and FY 1983, thus limiting the
real need to hire above the previous year's ceiling.

Despite these limitations, the test clearly disclosed a
prudent stewardship of human resources and curtail-
ment of wasteful, stopgap stratagems for circumventing
manpower curbs.

Historically, the imposition of manpower ceilings has
stemmed from the belief that payrolls, if left unchecked,
will expand beyond a level commensurate with work-
load. In addition, some view ceilings as a mechanism for
forcing managers to be efficient and as a counter to
incentives to employ more full-time permanent employ-
ees than may be necessary. These incentives, ceiling
advocates claim, are by-products of a system that
bestows grade and status based on number of employ-
ees supervised and appraises performance based on
mission accomplishment, not efficiency.

Those who favor ceilings point out the various tools
that managers have at their disposal to compensate for
personnel constraints. Overtime, contracting out, and
temporary and phased hiring are all examples. But while
such expedients enable managers to satisfy workload
demands and comply with personnel ceilings, they can,
in the long run, create an operating climate that is less
economical and effective than one unencumbered by
arbitrary ceilings. The benefits and cost savings during
the FY 1983 experiment demonstrate that removal of
year-end personnel ceilings leads to more efficient man-
agement of DoD's industrial activities.

Problem areas highlighted by last year's test include
the following:

Personnel practices. Over the years, DoD managers
have principally used two practices to complete their
jobs while complying with year-end ceilings. One entails
hiring temporary employees early in the fiscal year and
terminating them shortly before year's end. The result Is
a generally stable and adequate work force most of the
year, but pronounced understaffing at the beginning
and end, necessitating increased overtime for perma-
nent employees.

in taking a phased hiring approach, another favored
tactic, managers develop a hiring plan that allows com-
pletion of a disproportionate share of the workload in
the second and third quarters of the fiscal year. There-
after, they phase down the payroll either through attri-
tion or release of temporary employees. But in order to
meet year-end ceilings, they sometimes must impose
hiring freezes in the third and fourth quarters.

Such cyclical patterns of hiring, releasing, and rehir-
Ing Impose significant costs. For various reasons, as
many as one-third of released employees do not return,
making it necessary to train inexperienced people. Also
detracting from productivity are the hours that must be
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ead, the contractors involved should work out
